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The October 1997 Umted States vtsn and sumnut between Chmese Prestdent Jmng Zemm and US 

Prestdent Wllham J Clinton ytelded concentrated, dady, and promment debate on the status of US-Chma 

relations Despite ongoing mvestrgatron mto Democratrc Natronal Commrttee soft money pracuces, and 

the crmcrsm that “Chmese campatgn money may be mtluencmg US policy,“’ the President stands firmly 

by brs 29 May 1997 dectston to contmue Chma’s Most Favored Nation (MFN) Status watve? and a more 

moderated approach to US-Chma relations US-Chma pohcy crmcs, such as Bill Bauer, president of the 

Washmgton DC based Famzly Research Cmnczl, mounted a promment campargn durmg the week of the 

sumrmt Citing continued human nghts violatrons, rehgtous persecution, trade mequmes, and mtellectual 

property nghts differences as overwhelmmg Justrflcatton for m revocauon, crmcs, includmg Congress, 

called for a tougher stand The opposmon repeatedly raised the issue of US pohcy towards Chma, and the 

US President, as being subservient to big business and political monetary gam rather than national interest 

or prmciple It is thrs issue that ments further investigatron 

Tlus drscusston wrll examme recent developments m US pohcy toward Chma and evaluate that pohcy m 

terms of US pnormes and interests Through evaluatton of the benefits and costs of both sides of the 

human nghts, economrc relatrons and trade arguments It w-d1 be seen whether the current foretgn pohcy 

towards Chma reflects a process sound m tmplementatton or unduly flawed through pohtmal and monetary 

influence 

Backgroind on Most Favored Natlon Trading Status and China 

In the world of mternattonal trade the awarding of the desrgnatron of “most-favored- natton” status 

implies more m the termmology than IS actually accomplished Though the tmphcatton might seem that a 

parncularcountry 1s being favored, or singled out, for parncular concessrons not granted elsewhere, this IS 

not the case Ml3 status merely grants, to all tradmg partners designated MFN, the benefit of reduced, or 

“MFY Pates” on goods imported by the country recogntzmg the tradmg partner as an MFN natton 

As a result, and as described by Alan P Larson, Assrstant Secretary for Econonuc and business affairs, 

durmg remarks before the US Chma Business Council, 5 June thrs year 

It IS normal trade relattons-ordmary tanff treatment we accord to almost all countnes m 
the world because we believe that free and fax trade 1s the foundatton for peace and 
prosperity, and frequently democracy as well 

1 



In pracuce the Umted States has granted such status, a matter of statutory policy4 to almost all tradmg 

partners Currently only seven countnes do not carry thrs status wtth the Umted States ’ Chma was granted 

MFY status m 1980 followmg a September 195 1 suspension enacted by President Truman Status was 

restored m 1930, under condmonal terms set under utle IV of the 1974 Trade Act, mcludmg the Jackson- 

Varmk beedom of emrgratron amendment Thts amendment provtded ongmahy for the issue of Sovret 

Jewrsh emtgratton but was expanded to Chma as a “non-market economy” natron The amendment, and a 

second title IV provision pernuts the US President to establish MPN status on an annual basrs If that 

nation does not deny cmzens the right to leave Its borders, does not establish unusual taxes on enugrauon 

or ermgratton documents, and does not excessrvely tax cmzens who make known therr destre to leave that 

nations borders 6 Addmonally the natron must rectprocate MFN status to the US, have a completed 

bllateral;trade agreement wrth the US, and have these provlstons approved by congressronal Joint 

resolution 

Followmg the June 4 1989 Tranamen Square student demonstratton and massacre, MFN status was 

revoked ,unul 1993; when then President Wtlham J Clinton enacted addmonal human nghts condmons to 

tentative 1994 Ml%- approval for China Chnton reversed this policy m 1994 and supported condmonal 

MFN status using only the freedom-of-emrgratron requirement, dlvorcmg the human nghts agenda from 

nondrscnmmatory status Thrs action sparked congressronal resolutrons to restnct China’s posmon but the 

effort was unsuccessfbl ’ h4FN status was once agam approved by the President on May 29, 1997, and 

agam, Joint resoluuons to restnct status followed, but were subsequently defeated m June of thrs year 

M.FY Status and Congressional Concern 

The qpposmon of many m Congress to a broader approval of Chma’s m status may be more related 

to issues of constmmonal power leverage between the legtslattve and executrve branches rather than 

rdeolo_&based argument Congressronal opposmon has, m recent years, carned the banners of 

Chma’s vtolatlon of human nghts in general, us unfarr trade practices and obstacles to 
market access, lack of legal and regulatory transparency, large and growmg US trade 
deficn wtth Chma China’s uncooperattve attitude m weapons and nuclear prohferatlon, 
and more recently, the alleged questronable donatrons to the Democratrc Natronal 
Committee * 

Thrs partrcular approach may indeed be a congressronal attempt to contmue to exert, and not weaken, 

further congresstonal influence over foreign pohcy in general, and on Chma m particular Such opponents 



recall the 1990 Bush admmrstrauon actron against Chmese trade bamers, calls for actron to protect 

mtellectual property nghts, pnson labor export controls, and acuon on texttle transshrpments These actions 

were sparked pnmanly by congressronal threat to condmon or restnct the -Ml3 status of Chma and 

resulted m trade agreements m all four areas ’ To the scholars of Artrcle I section VIII, and Artrcle Il of the 

US Consmutton thts potential loss of mtluence represents a deeper issue not of foreign pohcy but of proper 

execution of the system of proper balance and oversrght between the branches To reinforce thrs posmon, 

begmnmg November 5& the House wtll consider rune brlls, all covenng tssues outsrde of the current 

boundanes of the 1974 Trade Act, Part of a “Pohcy for Freedom”, thrs package is designed to provrde 

congresstonal offset to what has been described as a “carrots only” pohcy on the part of thrs admuustrauons 

handling of Chma lo 

Cnttcs of the congressronal influence posmon no longer believe that mampulatron of Chma’s MFJ- 

status IS efEcttve m the foreign pohcy arena and IS not regarded as a serrous threat m light of current US 

Chma trade It IS doubtful that US allies would support the move m kmd, (the C-S 1s the only nation whrch 

currently condmons MFY status wrth Chma”), therefore weakemng overall the US posmon Addmonally 

the use of condmons not wrthm the bounds of the extstmg title IV of the 1974 Trade Act (freedom of 

emrgratlon) to restrict trade status make such acuon on less than firm legal ground, unless legrslatrve 

change IS made to the act itself Lastly the removal of MFN status nould have immediate domestic impact 

US tariffs on Chinese imports would climb from an average of 6?6 to 45%12 on over 95% of US tmports 

from Chma, and result m potential increases m prices of $27-X9 bdhon to be absorbed by C’S consumers l3 

These products would fall mto the “low margm, moderately priced consumer goods (certain clothmg, 

footwear, household electrical and electromc products, toys etc ), of whmh Chma IS now a substantral 

supplier, and some whmh may even-at least temporanly- become priced out of the US market “I’ Such 

actron would not only place US consumers at a disadvantage, but alter the complexion of a necessary long 

term strategy for relatrons with Chma While Secretary of State Madeline Albnght has contmually 

cautioned ?n multiple forums that relatrons with Chma wtll never be “normal” until progress IS made m 

areas mcludmg human nghts, Nattonal Secunty advisor, Samuel R “Sandy” Berger has also warned that / 

severing trading ues with Chma would not be wise “ we cannot isolate Chma, we can only isolate 

ourselves from Chma “l’ 



USChina Economic Relations and Trade 

With a quarter of the world’s populatton, Chma represents a huge market segment for US goods and 

servrces with a dynamtc potenual for economic growth World Bank fi_p.ues predict an 8%-lo?/0 rate of 

growth unul the new century and an output to reach $10 tnlhon around 2050 I6 Dunng the tenure of its 

current President, Cbma has expenenced growth of some 12% per year wrth a $130 b&on of foreign 

exchange reserves To reach a middle Income level (Chma stdl holds some 300 nulhon cmzens wrth an 

average income of a dollar a day) Chma must mamtam good economic growth for the next 25 years “I 

In terms of US trade, some $63 5 b&on changed hands in 1996 makmg Chma the 4ti largest tradmg 

compamon with the US whrle at the same time resulting m the second largest trade deficit at around $40 

btlhon, second behmd Japan *’ 6 5% of US rmports are products of Chma, wnh manufactured items such 

as toys and games, shoes and clothes, and electronic items accountmg for about 2/3 of the total Chma 

imports to the US US exports to Chma fall largely m the transportatton, machmery, and textde area 

Cnucs of the trade deficit place Its ongm m the unfau trade pracuces and barners m place m the Peoples 

Republm Supporters cite numerous economrc reforms and open mvestment practices which need time to 

effectrvely take hold While Chma currently faces several issues which hold back its econonuc progress 

(u&structure bottlenecks, uneven growth, money losing state owned enterpnses, and excessrve 

government controllg) Chma has enacted steps to resolve US concerns 

In response to accusatrons of encouragmg vrolatrons of US mtellectual property rights (IPR), (trade 

secrets, copynghts, patents and trademarks), and mamtammg trade bamers which promote piracy, Chma 

signed a formal IPR agreement with the United States m February of 1995 2o Thrs agreement stressed 

better enforcement as well as opening trade bamers to those products more likely to be prrated If derned to 

the populatton In the annual report released by the US Trade Representattve (USTR) m Apnl 1997, Chma 

was recogmzed as havmg made srgmficant progress m the IPR protecuon area, mcludmg the closure of at 

least 39 “underground facrlmes” manufactunng items such as CDs 21 

In the trade banter arena Clnna announced m September of thrs year to reduce the average tanff rate of 

23% to 17% and to restructure state owned enterpnses to reduce the loss of revenue Agam the USTR have 

recogmzed the progress of the Chmese government m that trade 1s more “transparent”, tariffs are lower, 

and quotas and hcensmg resmctron are almost non-exrstent However overall tanff rates remam higher 



than average and some new restnctlons outside of tariffs have been introduced In addition restnctlve 

samtary rules on imported food items stall remam 22 

In February of this year Chma signed a new four-year textde agreement to mamtam quota levels and 

reduce clrcumventlon of quotas by creative shppmg Pnson labor products w111 also not be exported to the 

US under an August 1992 agreement effectively enforced m recent months to avoid US cntrcism 

In terms of the recent sumnut, efforts to contmue a favorable and long-term trade relatlonshtp were 

certauiy m evidence A $3 bdhon deal to purchase some 50 Jet rurcrti from Boeing was signed durmg the 

visit, and a 12 year embargo on US sales of nuclear powered eqmpment to Chma was lifted 23 Both events 

slgm@ increased long-term commitment to effective trade pohcles m light of Chma’s increased effort to 

sausfy US concerns Simply put, the evrdence suggests that Chma must continue a good relationship wth 

the US for conunued econormc benefit and to reach its econormc potent4 The US, m turn, must continue 
I 

to be able to engage Chma over a long penod If it wishes to favorably influence that country m terms of 

Internal pohtrcs through diplomacy, and take advantage of an expanding tradmg partner Though not fi~lly 

m compliance mth US desires, the attitude of Chmese leaders to alter current policies IS at an 

unprecedented level unseen by US policy-makers m the penod since Tlanamen Square 24 

US Buyess Investment Influence 

Fueling the debate that the President should “ assert Amencan values instead of merely groveling for 

dollars”” 1s the multi-million dollar lobbying operation underway by Amencan business to prevent future 

trade bamers m light of China’s past record on numerous issues Both Henry Qssmger and Alexander 

Halg hold pnmary posltlons m the effort to influence trade policies favorable to Chma I&singer has as 

client the Amencan Jntematlonal Group, a $26 bdhon dollar orgamzatlon spearheading the effort of the 

Business’ Coalmon for US-China Trade Along with corporate @ants such as Boemg, Motorola, General 

Eiectnc and IE%& they have mounted a multi-mllhon dollar effort to reap favorable market conditions 

Halg repfesents United Technologies and has brokered some dozen jet engine and elevator Joint ventures in 

Chma 26 Not Just an inside the beltway effort, the lobby has fimded a massive PR campargn to improve 

Cbma’s image m public schools and has formed the US-Chma Education Foundation to better commercial 

relations ‘with the Peoples Republic Attendance at the state dmner held dunng hang’s vIsIt would indicate 



the lobby was more than successful wrth 41 of 125 guests being semor captams of US industry with an eye 

on new Chinese markets n Of those 41 ten were of the top 20 members of the Chma lobby 

In terms of Chmese influence with soft money campatgn contnbutrons, the panel charred by Senator 

Fred Thompson recently recessed with no compelling evrdence that the conmbutrons channeled through 

John Huang were prohtbrted or resulted m any direct prestdenttal mfluence In fact tt appears as tfthe 

Chinese were merely attempting to ratse therr parttcipatron to the same level as that of competnor Tzuwan 

Some scholars have stated Chma was merely copymg the tecbruques of their nval and the effort was atmed 

more at Congress than the Presrdent 28 In terms of soft money conmbuttons the top 20 compames mvolved 

m the Chma Lobby have worked both sides of the 1996 campaign wrth some $3 9 mtlhon for democrats 

and $8 9 rmlhon for repubhcan coffers collecttvely 2g Numbers not unusual m light of modem campzllgn 

costs 

Chma, US Interests and Regional Secunty 

With some 100,C 00 US servicemen m the Asia-Pacific region, the US remains committed to the 

stabrhty and secunty of a potentrally volatde and key regron In the months pnor to the amval of President 

Jmng, Xatronal Secunty Advrsor “Sandy “ Berger, Secretary of State Madehne Albnght, and Alan Larson, 

Assistant Secretary for Economrc and Business AfTaus, were umfied m pubhc recogmtron of the Chmese 

contnbuuon to secunty m the regron, parncularly m matters dealmg wtth the Korean penmsula A June 

1997 State Department Fact Sheet outlmes the conmbutlons of China to stabdny m the region 

,Chma plays a key role m regional secunty issues, mcludmg resolving the North Korean 
nuclear issue, reachmg a peaceful settlement of the terntonal dispute over the South 
China Sea and Spratly Islands, and butldmg democracy and peace m Cambodia The 
United States supports China’s active paruclpatron m evolvmg regional securuy 
lmstnuttons, most prommently the ASEAX Regional forum and Northeast Asia Secunty 
‘Dialogue 

Further 

China 1s a signatory to the Nuclear Xon-Prohferatron Treaty, signed the Comprehenstve 
Test Ban Treaty m 1996, raufied the Chemical Weapons Conventton m Apnl of 1997, 
and has banned the exports of MTCR-class intermediate and long range nusstles In May 
1995, C~IM voted m favor of indefinite extension of the YPT, a top pnonty m US 
forergn policy 

The announcement of Chma’s pre-summit agreement to end nuclear cooperation with Iran and hmrt tts 

arms exports worth that state3* tiuther underscore the commrtment Chma 1s makmg for long-term relations 

and cooperauon by supportmg US secunty mterests Cntrcs underscore the past suspected use of exported 



technology for nnhtary use, to date under mvestrgatron and unproven, and the possrbrlny that Chmese 

concesstons are merely a tacuc to gam favorable admrssron to the World Trade Orgamzauon. 

Human Rights 

Chma’s human nghis record remams the most contested and controversml area of debate wnhm the 

informed public and pohcy elite Pre-summn press highlighted drssrdents Wet Jmgsheng, Wang Dan, and 

Lm Xiaobo, and mentioned some two thousand other tmpnsoned cmzens who crossed the pohtmal lme 

through cnticism of the author&y of the Commumst Party 31 Crtmg cultural differences and mterpretatrons 

of the term “human nghts” during a breakfast debate with some fifty congressronal leaders, Prestdent hang 

related that fundamental rights “provide for food and shelter, not the nght to political dissent ‘y32 Though 

encouraged, the congressronal delegatron was not overly opttmtstrc on speedy resolutron of thts contmumg 

issue During the breakfast Jiang denied pohtrcal and rehgious persecutron, sale of organs from pnsoners, 

and forced abortron Earher m the week, Jrang had cornnutted Chma to bemg a srgnatory on the L-N 

covenant on economtc, soaal and cultural nghts but again would not move on the issue of the dissidents 

clarmmg they had vxolated cnmmal laws m Chrna 33 The actual numbers of cmzens currently held 1s 

speculative and the US remains concerned about Chmese practrces 

Chma demes or curtads basic freedoms to Its cmzens, mcludmg freedom of speech, 
assoaatron, and rehgron The government mamtams an autocrauc one-party state that 
tolerates no orgamzed opposition Authontres continue to engage m extra-Judicial arrest 
and detention of pohttcal and rehgtous acttvrsts, and to resmct the free practice of 
religion 3’ 

Chma has made gradual rmprovements m this area, though not yet to the satrsfactton of groups such as 

the Fan& Research Counc11 Supporters of a more moderate polrcy cite China’s recent legal reform effort 

grantmg cmzens broader relattve freedoms mcludmg the 1997 amendment to the Cnmmal Procedures 

Law, imposing hmtts on detarmng suspected cnmmals, and the 1994 State Compensatton Law, permmmg 

cmzens to sue the government for damages 35 Without a favorable relattonshrp with Chma on other 

grounds, many contend that such progress would be non-exrstent Durmg the debate over S4FN status 

Madeline Albnght, made President Clinton’s mtentrons clear, “If we can have a good trade relationship 

wnh Chma, rt creates an atmosphere where rt IS more likely that human nghts and pohtrcal freedom wtll be 

respected m Chma “36 Conunumg the flow of tnformatron on western culture, ideas and business practices 

expose the Chmese to accepted mtemattonal standards that wrll have an impact on the current societal 
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structure Reformers m the Commumst party leadership have already accomplrshed stndes m freedom of 

movement, employment choice and housmg and mformattonal access Village electrons are now the norm 

and member&p m orgamzed rehgron has taken hold wrth some 50 rmlhon practrcmg Chnstrans, 100 

mtlhon Buddhtsts, and 17 nulhon Muslims 37 Though obvtous progress has been documented the speed of 

such reforms falls short of the mark for some In response to thts cntrcum, Wilham Buckley was quack to 

pomt out that “In a country where tt took several hundred years to end slavery and to grant the nght to vote 

to women, declarmg an eight year policy m Chma a fatlure seems premature “’ 

Conchqions 

President Willlam J Chnton has consrstently supported MFN status for C~IM as part of a long term 

strategy to enable a pohcy slufi from one based pnmanly on human nghts followmg the Ttanaman Square 

incident, to a more mclusrve pohcy based first on security, then econonucs, and lastly human nghts Thts 

pohcy shrft followed a suitable per-rod of US backed “behavior modrficatron,” enabled the documentatron 

of progress m Chma, and pernutted the selling of the policy from various admuustrauon avenues The 

background of the US-Chma summit served as the ideal setting to place the group of issues before the 

Amencan people, the Congress, and busmess, and formally announce the new pohcy through acuon, and 

inter-action with the Chmese Presrdent 

The first mdtcatron of a possrble Chma shtfi came with the President’s de-lmkmg the issue of human 

nghts w&h the condrtrons under which Chma would be permuted condmonal MFY status Wnh only the 

stnct hmrts of the 1971 Trade Act as pnmary legal source of opposmon, the move enabled the President to 

mamtam favorable relattons with Chma whtle at the same time gauging the level of reststance m the 

Congress When congresstonal resolutron faled, the Presrdent then better understood the obstacles, or lack 

ofl that he would face 

In grantmg condmonal Ml3 status once agam m March of 1997, the President was using the vehxle to 

gam fbture concessron wrth Chma m terms of US security Interests, whtle at the same time mamtammg an 

rmprovmb domestic economy Reahnng the potenttal cost to US cmzens m product costs, loss of Chinese 

imports, and the possrble loss of US Jobs provrdmg exports to China, the rationale was sound The 

adcmond nsk of losing Chmese cooperatton, for any penod, m terms of the sltuatron on the Korean 

pemnsula, and m the attempt to reduce supply of rogue states like Iran wnh nuclear matenel and arms, was 



not worth the nsk to US interests in light of MFN status as reflecting international business norms, and the 

improbable support on the part of other nauons tradmg wtth Chum, Ml3 revocatton showed little promrse 

for altering the internal poliaes of that nauon As was stated many times dunng the vlsrt and summn, thrs 

1s an area where the US and Chma wrll contmue to d&r, based on the vanances in western and eastern 

cultural onentauons 

Just pnor to grantmg MFX status, aJomt business and executrve branch campaign was launched to 

present Chma in a more favorable light Alan Larson, Madeline Albnght, “Sandy” Berger all conmbuted 

to the telling of the new message The message was clear, whrle human nghts were certainly not 

abandoned, the successful conversion of the Chmese requtred long-term engagement, and Amencan values 

and western norms could only be understood tf an open and successful trading relattonshtp contmued 

With the~Katlona1 Security Advtsor, the State Department, and business, spreading the message, the 

President himself was garmng support through meetings wnh key hrll rnfluences mcludmg Newt Gmgnch 

v&h posmve result 

The announcement by Chma, gust pnor to Jiang’s vtsit to the US of the cessation of relations wnh Iran m 

the export of nuclear technology and certam weapons was certamly beneficral to the new Clinton pohcy 

Chma was seen as sacnficmg a source of energy and trade to pave the way for a long-term relatronshtp with 

the United States The US was seen to benefit relative to nuclear prohferatxon goals, and 111 terms of 

regional stabdny, thrs time m the Persian Gulf regron US trade was again benefactor as US reactor 

technology exportatron would result m some S50 b&on m busmess 3g Chma also agreed to the presence of 

the Drug knforcement Agency m Chma to assist m US drug pohcy and contmued future vtsrts Sharmg the 

front page with the agreement story, Clmton’s commrtment to human nghts was again present but m a less 

forceful manner HIS vnn to Voice of Amenca made clear a human nghts concern, but also referred to the 

“unworkable, counterproducttve, and potentrally dangerous” result of the rsolauon of Bqmg on solely a 

human nghts agenda 

In terms of human nghts, the President contmued to mamtam the posmon for improvement 111 Chma but 

altered the tone of the argument Instead of denying Chma a market for trade to mfluence rts policies, the 

US would’ now use trade as a vehicle to influence posmve change Jrang’s presence m the US penmtted the 

Chmese leader to offer that nations perspective drrectly, a perspective that holds a different meamng m 



terms of human nghts and democracy, and demands, as the US would, dtalogue based on a non- 

mterference basrs hang’s breakfast wtth congressional leaders also penmtted the dtrect mteractton on 

these same issues In a Congress less traveled to foreign lands, thrs meeting was cnttcal to estabhshmg a 

basis for understanding what 1s acceptable m terms of &ma’s leadershrp for future drscussron on the 

agenda of human nghts Jrang made clear that any alteration would be made on Chma’s schedule not one 

established by the US, and that Chma stands by past decisions m regards to internal control As the week 

progressed some indmauon was made of a degree of error in the Tranamen Square incident, but no move to 

soften the posmon on Chmese dtssrdents was ever suggested 4o Jmng reinforced the positron of the US 

Preside+ that change would not be a swtfi rssue, and both leaders eagerly sought to promote the secunty 

issues agreed upon dunng the summit As the vtstt continued protest Qd occur agamst Cluna’s pohcres but 

the maJonty of critics fell mto the special interest category, and not wtthur the Congress 

In terms of the President’s mouvauon relative to campargn contnbutrons from Cluna or the pnvate 

sector, the evtdence IS not there The Senate commtttee on Campaign Finance Reform dtd not reveal any 

smokmglguns, and has recessed rather quietly Certamly the practice of lobbying occurred and the 

donatlons from the busmess of the Chma lobby are srgmficant However, the motrvatton to court busmess 

m thts case 1s not to promote or develop policy to the benefit of the pnvate sector, but to use the pnvate 

sector to successfully execute the national pohcy In a summrt where secunty dommated the dlscussron, 

the alternattve theory pohttazes the issue of campaign finance reform, not US pohcy on Chma 

The support of the President for -MFN status wtth China IS but one of the steps utlhzed to redefine tins 

natton’s national secunty pohcy toward the Peoples Republic of Chma In a process not cleanly defined, 

we have Seen the sometimes difficult, and complicated maneuvers of almost four years necessary to enact 

what nught be described by some as a simple posmon The President effecttvely conceptualized the new 

pohcy, then used multiple avenues to commumcate and build consensus m Congress, and confidence m 

business, ,to see the pohcy through In the recent months followmg the 1997 approval of MFlrJ status, the 

prestdent’retarled the new pohcy htmself, through the State Department and National Secunty Advrsor, as 

well as through the pnvate sector Fmally, desptte attempts to derarl the policy by special interest groups 

and some, congressional ObJection, he successfilly executed the policy against the backdrop of the Chma- 

US summit The system, for all its disadvantages, has agam proven arable 

If-l 
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